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ITEM 8 .  FINPNCIBL STPTEMENTS ANI  SUPPLEIENT4RY DATA 

EXELON 

The information Yequired by this Item is incorporcfed herein by reference 
tu the Consolidated Statements of Income faz the years 2001, 2000 ard 1999; 
Consolidated Statements of Cash F~OWE for the years 2 0 0 1 ,  2 0 0 0  and 1999; 
consolidated Balance Sheets as of December 31, 2 0 0 1  and 2 0 0 0 ;  Consolidated 
Statements of Changes in Shareholdera' Equity for the years 2 0 0 1 ,  2 0 0 0  and 1999 
an6 Consolidated Statements of Comprehensive Income far the years 2001, 
1999; and Notes to Consolidated iinanclal Statements appearing in Exhihit 99-4 
to ~xelon's Current zeport on m r n  8 - K  dated February 2 8 ,  2 0 0 2 .  

5000 and 
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CamEd 

REPORT OF INDEPENDENT ACCOUNTANTS 

To the Shareholders and BoaId of Directors cf 
Commonwealth Edison Company: 

in our apinian, the consolidated financial Statements listed in the insex 
an~earino under Item 14iai 121 iii oresent fairly. in all material resDect6. the .. - 
financial position of Commonwealth Edisan Company and Subsidiary Companies 
(ComEdl at December 31, 2001 and 2000, and the ZBsults of their operations and 
their cash flows for the year ended December 31. 2001 and for the periods fiOm 
October 20, 2000 to December 31, 2000 and from January 1, 2000 to October 19, 
2000, in conformity with accounting principles generally cccepted in the United 
Stares of America. In addition, in 0x1 opinion, the financial statement Schedule 
listed in the index appearing under Item 14ial 12) iii1 for the years ens& 
December 31, 2001 and 2000, presents fairly. in all iraterial leEpeCtE, the 
information set forth therein when read in conjunctioi with the related 
consolidated financial statements. These financial Statements and the financiil 
statement Schedule are the responsibility Of ComEd'e management; our 
responsibility is to expreas ai opinion on these financial statements and 
financiil statement schedule based an mr audits. Ne Conducted OUT audits of 
theme statements in accordance with hvditing standards generally accepted in the 
United States of America, which require that we plan arAd perform the audit to 
obtain reasonable assurance about whether the financial St2tements are free of 
material misstatement. An audit includes examining, 03 a test basis, evidence 
supporting the amounte end disclosures in the financial Statements, assessing 
the accounting principles Used and significant estimates made by management, and 
evaluating the overall financial Statement presentation. We believe that our 
audits prnvide a reasonable basis for our opinion. 

As discussed in Note 3 to the consolidated financial statements. effective 
October 20, 2000. Exelon Corporation acquired Unicorn COTpOTation. the parent 
company Of ComEd at that date, in a business combination accounted for as a 
purchase. As a result of the acquisition. the consolidated financial information 
for the period after the acquisition is presented on a different cost basis than 
that for the periods before the acquisition and therefore. is not comparable. As 
discussed in Note 2 ,  as part of a corporate reetructuring undertaken on January 
1, 2001 by Exelon Corporation, the parent company of CamEd, all af ComEd's 
generation-related and certain other operariona, assets and liabilities of ComEd 
were transferred to affiliated companies of ComEd. 

As discussed in Note 1 to the cansoiidated financial Statements, ComEd changed 
its methad of accounting far derivative instruments and hedging activities 
Effective January 1, 200:. 

PricewateThollSeCwpeTs LLF 

Chicago, Illinois 
January 29, 2002. except far Note 19 for which the date is March 21, 2002 
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REWRT OF INDEPENDENT PUBLIC PCCOWANTS 

To the Shareholders of Commonwealth Edison Company: 

We have audited the consolidated statements of income, cash flows, 
comprehensive income and changes in shareholders' 
company Ian Illinois corporation1 and Subsidiary Companiee for the year ended 
~ecember 31, 1999. These financial statements and the schedule referred to below 
are the reeponsibility of the Company's management. O u r  responsibility i s  to 
express -n opinion on these financial statements and schedule based oij our 
audit. 

equity Of Commonwealth EdisOn 

we conducted our audit in accordance with auditing standards generally 
accepted ir. the united States. Those standards require that we plan and perform 
the audit to obtain reasonable assurtnce about whether the financial ~Lafemenfs 
are free Of material misstatement. Pn audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles ueed and slgrificznt 
estimates made by management, a6 well as evaluating the overall finazcial 
statement presentation. We believe that our audit provides a reasonable basis 
foi our opinion. 

in our opinion, Lhe financial statements referred to above present feirly, 
in a l l  material respects, the results of operations and Cash flows of 
Commonwerlth Edison Company and Subsidiary Companies for the year ended Decembei 
31, 1999, in conformity with accounting principlee generally accepted in the 
United states. 

our audit was made for the purpose of forming an opinion on the basic 
financial statements faken a6 h whole. T ~ E  schedule listed under Item 
lL(a1 (21  (iil for the year ended December 3;, 1999, is presented for the pUv0SeS 
of complying With the Securities and Exchange C~mmis~ion's rules and is not part 
of the basic financial statements. This Schedule has been subjected to the 
auditing procedures applied in the audit of the basic financial statements and, 
in our opinion, fairly states in a l l  material respects the financial data 
required to be set forth therein in relation to the basic financial statements 
taken as a whole. 

Arthur Andersen ILP 

micago, Illinois 
January 31, 2000 
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(in millions! 

COMMONWWLTH EDISON COMPAVY A?lE SUBSIDIARY COMPANIES 
CONSOLIDATED STATENEWS OF INCOME 

OPERATING RFVENUES 

Operating Revenues 
Operating Revenues from Affiliates 

Total operating Revenues 

OPEFATING EXPENSES 

Fuel and Purchased Power 
Purchased Power from Affiliate 
Operating and Maintenance 
Operating acd Maintenance from Affiliates 
Merger-Related Costs 
Depreciation and Amortization 
Taxes Other Than Income 

Total Operating Expenses 

OPERATING INCOME 

Other Income and Deductions 

Interest Expense 
Interest Expense from Affiliates 
DiStliblltiOnS on Company-Obligated 
Mandatorily Redeemable Preferred securities of 
Subsidiary Trusts Holding Solely the Company's 
Subordinated Debt Securities 

Interest Income from Affiliates 
Other, Net 

Total Other Income and Deddctions 

INCOME BEPOW INCOME TPXES AND EXTRAORDINARY ITEMS 
INCOME TAXES 

NET INCOME 
PREFERRED AND PREFERENCE STOCK DIVIDENDS 

NET INCOME ON COMMON S M C K  

See Notes t n  Consolidated Financial Statements 

65 

For the 
Year Ended 

Dec. 31, 
2001 
__~. 

$ 6,125 
81 

6,206 

14 
2,656 
833 
148  

6 6 5  
296 

4,612 

1,534 

._ 

_. .._._ 

__.._.~ 

(5551 
1101 

607 
.. 

$ 607 

For the period For the 
O m .  20 - Jan. i- Year Ended 
Dec. 31, O m .  15, Dec. 31, 

2000 2000 1955 



COMMONWSLLTA EDISON COMPANY .AND 
NNSOLIDATED STATEMENTS 

SUBSIDIARY CONPANIZS 
OF C4SH FLOWS 

(in millions! 

For the For the period For the 
Year Ended Oct. 20 - Jan. 1- Year Ended 

io01 2000 2000 1999 
D ~ C .  31, nec. 31 oct. 15 D ~ C .  31, 

CASH FLOWS FROM OPERATING ?.CTIVITIES 

Net Income 
Adjdjusments to reconcile N2t Income tc Net 
Cash F l o w s  provided by Operating Pctivlzies: 
Depreciation and Amortization 
Extraordinary Items (net of income taxes1 
(Gainl/loss on Forward Share Arrangements 
&versa1 of Provision for ~evenue Refunds 
Provisior. foi Uncollectible ~iccounis 
Deferred Income Taxes 
Merger-Related Costs 
Early Retirement and Separatior. Plogran 
Midwest Independent System operator Exit Fees 
Contribution to Environmenial TmSt 
Recovery Of Coal Reserve Regulatory AaSetS 
Other Operating activitie8 
Changes in Working Capital: 
Accounts Receivable 
InventOrieS 
Accounts Payable. Accrued Expenses 

Change in Receivables and Payable- to Affiliates, net 
Other Current Assets 

&Current Liabilities 

NET CASE FLOWS PROVIDED BY OPERATING ACTIVITIES 

CASH FLOWS FROM IhWSTING ACTIVITIES 

Investment in Plant 
Plani Removals, net 
Sales of Generating Plants 
Proceed- from Nuclear Decommisslocing Trust Fucds 
Investment in Nuclear DecornmiseioP.ina Trust Funds ~~~ ~~~ 

Change in Receivables from Affiiiates 
Other Investments 
Other Investing P.ctivitiee 

NET CASE FLOWS (USED IN) PROVIDED BY IWZSTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 

Issuance Of Long-Term Debt, net  of issuance Costs 
Common Stock Repurchases 
Retirement of Long-Term Debt 
Change in Short-Term Debt 
Redemption of Preferred securities of subsidiaries 
Change in Restricted Cash 
Dividends on Capital Stock 
Common Stock Forward Repurchases 
Nuclear Fuel Lease Principal Payments 
Other Financing Activities 

NET CASH FLOW USED IN FINANCING ACTIVITIES 

INCREASE (DECREASE) IN CASH END CASH EQUIVALENTS 
CASE AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 

CASH AND CASH EQUIVALENTS AT END OF PERIOD 

5 637 5 133 

7 6  (371 
16 57 

(1181 (4051 
141 546 

$ 599 $ 6 2 3  

1,012 502 
4 26 

( 1 1 3 1  4 4  
~~ .. 

30 87 
a61 11,456) 

_. 53 
ie 1621 

.. (2501 

.. ~- 

.. 198 
I1631 1 

96 (1751 
17 (61 

! 1,334) 1,331 
1101 16) 

( 6 )  116) 
.. .____ ._._. . . 
1,074 1,243 

.__._._ .. __.. . 

(1.210) <i,33:! 
(14) !75! 

~- 4,886 
1,251 1,593 
(1,2901 (1,6631 

2 8 8  !2.2091 
139 (371 

9 e 

( 7 0 9 1  1.228 
1,255 27 

See Notea to Cmsolideted Financial Statements 
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Co~ONWE.ALTE EDISON COMPANY ANE SUBSIDIAQY MMPlUrIES 
CONSOLIDATD B P M C E  SHEETS 

(in millions) _ _ _  - - - _ _ -  -. 

ASSETS 

CURRENT ASSETS 

Cash and Cash Equivalents 
Restricted Cash 
Accounts Receivable, net 

Cus tomer 
O t h e r  

Inventories, at average cost 

Receivables from Affiliates 
other 

Deferred Income Taxes 

Total Current Assets 

PROPERTY, PLANT AND EQUIPMENT, NET 

DEFERRED DEBITS AND OTHER ASSETS 

Regulatory Assets 
Nuclear Decommissioning Truat Funds 
Investments 
Goodwill, net 
Receivables from Affiliates 
Other 

Total Deferred Debits and Other Assets 

TOTAL ASSETS 

LIABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 

Long-Term Debt Due Within One Year 
Accounts Payable 
Accrued Expenses 
Accrued Interest 
Accrued Taxes 
Payables to Affiliates 
Customer Deposits 
Other 

Total Current Liabilities 

LONG-TERM DEBT 

DEFERRED CREDITS AND OTHER LTABILITIES 

Deferred Income Taxes 
Unamortized Investment Tax Credits 
Nuclear Decommissioning Liability for Retired Plants 
Pension Obligations 
Non-Pension Postretirement benefits Obligation 
Spent Fuel Obligation 
Payables to Affiliates 
Other 

Total Deferred Credits ann Other Liabilities 

--_ 
2001 _ _ _ _  

$ 23 
41 

745 
87 
5 6  
52 
95 
15 

$ 141 
60 

970 
234 
186 
89 

468 
24 

1,114 
- _ _ _ _ _ _ _  

7,351 

667 

64 
4,902 
1,314 
304 

7,251 

_ _  

- _ _ _  _ _ _  

1,886 
- _ _  - _ _  - 

5.850 

1,671 
55 

151 
14 6 

297 
248 

2,568 

_- 

_ _  

- _ _ _  _ _ _  

1,110 
2,669 
152 

4,766 
1,316 
356 

10.369 

$ 348 
597 
148 
149 

7 9  
.- 
73 
329 

1,723 

6,882 

1,837 
59 

1,301 
285 
315 
810 

475 

5,082 

-_  

_ _ _ _  _ _  - 

COMPPN-OBLIGATED MANDATORILY REDEEMABLE PREFERXED SECURITIES G? 



SUBSIDIARY TRUSTS HOLDING THE COMPANY'S SUBORDINATED DEBT SECURITIES 

COMMITMENTS AND CONTINGENCIES 

SHAREHOLDERS' EQUITY 

Common Stock 
Preference Stock 
Other Paid in Capital 
Receivable from Parent 
Retained Earnings 
Treasury Stock, at cost 
Accumulated Other Comprehensive Income 

Total Shareholders' E q a t y  

TOTAL LIABILITIES ANE SHPREHOLDERS' EQUITY 

3 2 9  

2 , 0 4 8  

5 . 0 5 7  
(9371 
2 5 7  

( 1 , 3 4 4 )  

See Notes to Consolidated Financial Staterents 
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COMMONWEPLTH EDISON C O M P m  AND SUEEIDIPXY CO'1PANIES 
CONSOLIDATED STATEMENTS OF CHANCES IN SFXEHOLDERS' EQUIYY 

..... ~.... ... ~~ .... 

<:, 

11911 

.. 

.. 

: i i  

CO"lMO?WE>LTH EDISON COMFANS Am SUBSIDILRY COMPANIES 
CONSOLIDPTED STXTEMENTS OF COMTREHENSIVE INCOME 

See Notem to Consolidated Financial Statements 
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Commonwealth Edison Company and Subsidiary Companies 

NOTES 'IO CONSOLlDATiD FINANCI?.L STATEMENTS 
lDo11ars an millions, unless otherwise noted! 

1. Significant Accounting Policies 

DESCRIPTION OF BUSINESS A= a result of the corporate reEtrUCtUring, 
January 1, ZOO1 (see Note 2 - Corporate ReStzUCtUringi, Commonwealth Edison 
Companymi IComEd'si generation and other competitive businesses Were separated 
fran its regulated energy delivery business. As a result, the operations Of 
ConEd cor-sist of its retail electricity distribution and transmission business 
tc 3.6 million rstiil custornzis. Com~a's retail electric service territories are 
located principally in northern Illir.ois iccluding retropolitan Chicago, 
spanning Z.D area of approximtely i1.300 square miles. 

BASIS O? PRESEBTATION The ccnsoli3ate6 financial statements of ComEd ini11Xe the 
accounts of CornEd, Commonwealth Edison Company of Indiana, Inc. , EdiSon 
Development Canada Inc. , COmEd Financing I and ComEd Financing II , CornEd 
Funding LLC (CornEd Zundingl, and CumEd Transitional Funding Trust IComEd Funding 
Ti~sfi. A l l  significant intercOmpany i~ansactions have been eiirnineted. Although 
the accounts of CornEd Fun6ing and CamEd Funding T r u s t ,  which are Special Purps2 
Entities ISPSel, are included in the consolidated financial statements, a6 
required by generally accepted accounting principles iG?AFi, CornEd Funding and 
CamEd Funding Trust are Separate l e g a l  entities from COmEd. The assets of the 
SPES are not available to zreditors of CamEd and the transitional property held 
by the SPES are not assets Of 

effective 

ComEd. 

Accounting policies for regulated operations are in accordance with 
those prescribed by the regulatory authorieies having jurisdiction, principally 
the IllinDiE Commerce Commission ISCCj, the Federal Energy Regulatory Commission 
iFERCi and the Securities and Exchange Commission ISECI under the Public Utility 
Holding Company A c t  Of 1935 IP'UHCA). 

CornEd, a reguiated electric utility, is a principal subsidiary of 
Exelon Corporation IExelani, which own6 ? 9 . 9 %  of CornEd Common Stock. CornEd was 
the principal subsidiary Of Unicorn Corporation IUnicomj prior to the merger with 
Exelon. See Note 3 - Merger. The merger was accounted for using the PUrchaSE 
method of accounting in accordance with C M F .  The effects of the purchase method 
aze reflected on the financial statercents of CornEd as of the merger dare. 
kcordingly, the fi3ancial staternests presented for the period after the merger 
reflect a new basis of accomting. ConEdis financial sfaternen~ts far 2000, 
separated by a bold black line, are presented for periods prior to acd 
subsequent to the merger. 

3~CCOUP;TING FOR THE EFFECTS OF 3EGJIATION CornEd aCCoUntE far its regulated 
electric operations in accordance with Statement of Financial P~ccounting 
Standards iSFAS! NO. 71, "Accounting f a r  the Effects Of Certain T s e s  of 
Regulation," requiring CornEd to record in the financial Etaternent the effects of 
the rate regulation to which these operations are currently Subject. Use of SFAS 
No. 71 is applicable to tne Utility operations of CornEd that meet the following 
criteria: 111 third-party regulation of rates; (I! cost-based rates; and 13)  a 
reasonable assumption that a l l  c o s i s  will be recoverable from cuatorners through 
rates. CornEd believes that it is p'obable that regulatory assets associated with 
these operations will be recovered. If a eeparable partion Of CornEd's busimse 
no longer meets  the provisions of E F X  No. 71, CamEd is required to eliminate 
the financial statement effects of regulacion for that portior. 
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USE OF ESTIMATES The preparation of financial Etafement~ in conformity with GAR!? 
=quires management to make estimates and assumptions that affect the reported 
mounts of asset6 and liabilities and disclosure of contingent asset5 and 
liabilities at the dace of the financial statement% and the reported arnoLnts Of 
revenues and expensee during t n e  reporting period. Actual results could differ 
fram those estimates. Significant estimates have been made ir. the zccounting for 
unbilled revenue, derivatives, environmental costs, retirement benefit costs and 
pior to the corporate restructuring nuclear decommissioning liabilities. 

R E V ~ L E S  Operating revenues EIE geneidly recorded as service is rendered or  
energy is delivered to Customers. A t  the end Of each month, CornEd accrues an 
estimte f o r  the "killed amount of energy delivered or servicee provided to its 
customelm. 

NVCLEAR N E L  Prior to the corppciate restructuring in which ConEd's nuclear 
generating stations ,*rere transferred to Endon Generation Company. LLC 
(Generation, (see Note i ~ Corporate Restructurinql, the Cost of nuclear fuel 
",as capitalized and charged to fuel expense using the uiit Of  production^ wethod. 
Estimated co5ts of nuclear fuel storage axd disposal were charged to expense ae 
the related fuel was consumed. 

DEPRECIATION, AIORTIZATIOG AND DECOMMISSIONING Depreciation is providea Over the 
estimated service lives O f  piopercy, plant, and equipment on 2 atraighf line 
basis. Annual dsprecihfion provisions for financial reporting purposes, 
expressed as a percentage of average aemice life for each asset category *re  
presented below: 

Asset  category 2001 2000 I 1999 
~.......~~.... .... .. . . 1 ._.. 

Electric ~~ Generation .. 4 . 8 3 %  1 2.20% 

I 
Electric -- Transmission and Distribueion 5.201 5.831 1 3 . 2 4 %  

Other Property and Equipment 5 . 9 5 %  7.319 I 5.71% 
... . . . . . I .... 

Amortization of replatory assets is provided over the recovery period specified 
in the related legislation or regulatory agreement. See  Note 5 - Regulatory 
I E S U ~ E  ~ regarding the regulatory accounting treatment far the nuclear 
generating Statione transferred to Generation. 

Goodwill aesociated with the merger was amortized on a straighr line basi- 
over 40 years in 2001 and 2000. Accumulated amortization of gaodwill was $149 
and $23 million at Deceliber 31, 2031 and 2000, respectively. Effective Jan-uary 
1, 2 0 0 2 ,  under SFAS No. 142 "Goodwill and Otaer Intangible Ase.ets''(SFA.3 1 4 2 1 .  
goodwill recorded by CornEd is no longer subject to arncrtizatiac. See  the New 
Accounting PrDnOuncement Section Of this note 

CornEd's estimate of the costs for decommissioning nuclear generating 
statione transferred to Generation is currently included in regulated rates. 
Prior to the corporate iestmctuiing the amounts recovered from customers were 
deposited in trust accounts and icvested for funding of future Cost& for current 
and retired plants. ComEd accounted for the current period cost oi 
decommissioning by recording a charge to depreciation expense and a 
ccrresponding liability in accumulated depreciation for its operating nuclear 
unifs and a reduction to regulatory aaset6 for its retired unite. Subsequent to 
the corporate re6tlllCturing, amounts recovered from customers are reniffed ta 
Generation. 

CAPITALIZED INTEREST ComEd uses SFAS No. 3 4 ,  uCapiralization of Interest Casts'' 
to calculate the Coats during construction of debt funds "Sed to finance its 
"on-regulated CmStrUCtion projects. ComEd recorded capitalized interest of $0 
million. $5 million and $22 million in 20c1, 2000 and 1999. respectively. 
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Allowance for Funds Used During ConsSrUCtion IANDCI is the Coat, during 
the period Of Construction, of debt and equity funds used to finance 
cmstructior. projects far regulated Opeiations. AE'UDC of $17 million, $19 
milliar and $22 million in 2001. 23C0 and 1 9 5 9 ,  zespectively, was recorded i s  a 
charge fa construction Work is Progress and as a non-cash credit to AFUDC which 
is included in Other Income and DeduCtionS. The ratea used for capitalizing 
AFuDc are Computed under a method prescribed by regulatory authorities. 

INCOME TAXES Deferred Federal and atate income taxes are provided On a l l  
significant temporary differences between book bases and tax bases Of asnets and 
liabilities, transactions that reflect taxable income in a year different f r m  
book income and tax carryforwards. Investment tax credits previously used for 
income tax purposes have been deferred on ComEd's Consolidated Balance Sileets 
and are recognized in book income over the life of the related property. ComEd 
files a consolidated Federal and slate income tax IetUrnE with Exelon, and was 
previously included in Unicorn's consolidated income tax returns. Current and 
deferred income taxes of che cansalidated group are allocated to CmEd as if 
ComEd filed Separate income fax returns. 

GAINS AND LOSSES ON REACQUIRED 3EBT Recoverable gains and losses on reacquired 
debt related to regulated operations are deferred and amortized to interest 
expense over the period consietent with rate recovery far rafemaiing purposes. 
In 2 0 0 0  and 1959, prior to the corporate resfr~~turing. gains and losses on 
reacquired debt were recognized i n  ConEd's Consolidated Statements of Income as 
izcurred. 

COMPREHENSIVE INCOME comprehensive income includes a l l  changes in eqiity dcring 
a period except chose resulting from investments by and distributions to 
shareholders. 

CASH AND CASH EQUIVALENTS ComEd considers a l l  temporary cash investments 
purchased with an original maturity of three months or leas to be Cash 
equivalents. 

RESTRICTED mSH Restricted cash reflects unused cash proceeds from the issuance 
of the franaitional trust notes and encrwed cash Co be applied to the principal 
and interest payment on the transitional trust notes. 

MARKETABLE SECURITIES Marketable eecurifiee are classified as available-far-sale 
securities and are reported at fair value, with the unrealized gains and losses. 
net of fax, reported in other comprehensive income. prior to the corporate 
restructuring /see Note 2 - Corporate Restnl~tuling), unrealized gains and 
losses O n  marketable securities held in the nuclear decommissioning trust fuads 
were reported ir accumulated depreciation for operating units and as a reduction 
of regulatory asset6 for retired units. At Decemher 31, 2001 and 2000, ComEd had 
no held-to-maturity or fradicg securities. 

PROPERTY, PLPNT RND EQUIPMENT Property, plant and equipment is recorded at cast. 
ComEd evaluates the carrying value of property, plant and eqiliprnerit aild other 
long-tern as6ets based upon Current arid anticipated undiscounted cash flows. and 
recognizes an impairment when it is probable that SnCh estimated Cash flows will 
be less than the carrying value of the asset. ~easuremenf of the amount of 
impairment, if any, is based upon the difference between carryir.g value and fair 
value. The Cost of maintenance, repaire and minor replacements of property are 
charged to maintenance expense as incurred. 

Upon retirement, the cost of regulated property plus removal Costs less 
salvage, are charged to accumuiated depreciation in accordance with the 
provisions Of SFAS No. 71. For unregulated property. the cost and accumulated 
depreciation Of property, plant and equipment 
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retired or otherwise disposed Of a x  removed from the related accounts and 
included in the determination of the gain or loss on disposition. 

CAPITALIZED SOFTWLRE COSTS Cost3 incurred during the application development 
stage of software projects which are developed or obtained for intErnal Use are 
capitalized. At December 31. 2001 and 2000, net capiialized Software costs 
totaled $104 million and $150 million, respectively, reflecting $17 million and 
$4 million in accumulated amortization, respectively. Such capitalized amounts 
are amortized ratably over the expected lives of the projects when they become 
operational, not to exceed 10 years. Certain capitalized software is being 
amortized over 15 years pursuant to regulatory approval. 

DERIVATIVE FINANCIa INSTRUhlENTS CamEd accounts for derivative financial 
instruments pUrBUant to SFAS No. 133, "Accounting for Derivatives and Hedging 
Lctiviries'~ ISFLS 133). Under the provisions of SFAS 133, a l l  derivatives are 
recogriaed on the balance sheet at their fair vaiue unless they qualify for a 
normal purchases and normal sales exception. Changes in the fair value of the 
derivative financial instrument *re recognized in earnings unless Epecific hedge 
accour:ting criteria are met. A derivative financial instrument can be designated 
as a hedge of the fair value of a recognized aeset or liability or of a3 
unrecognized firm commitment Ifair value hedge), or a hedge of a forecasted 
transaction or the variability of cash flows to be received 01 paid relai-d to e 
recogr.ized asset or  liability lcaah flow hedge). Changes in tie fair value of a 
derivative that is highly effective as, and is designated and qualifies as a 
fair value hedge, along with the gain or lass on the hedged asset  or liability 
that is attributable to the hedged risk, are recorded in earnings. Changes in 
the fair value of a derivative that is highly effective ae ,  and is designated as 
and qualifies as a Cash flow hedge are recorded in ofher comprehensive income. 
until earnings are affected by the variability of cash flows being hedged. 

In connection with Exelon's Risk Management Policy, CornEd enters info 
derivatives to effectively Convert fixed race debt to floating rate debt, manage 
its exposure to fluctuations in interest raten related to planned future debt 
issuances p r i o r  to their actual issuance, as well as exposure to change in the 
f d r  value of outstanding debt which is planned far early retirement. 

Prior to the adoption of SPAS No. 133, COmEd applied hedge accounting Only 
if the derivative reduced the risk of the underlying hedged item and was 
designated nt the inception of the hedge. with respect to the hedged item. ComEd 
recognized any gains or 1osse6 on these derivatives when the underlying physical 
transaction affected earnings. . 
N E W  ACCOUNTING PZONOUNCEMMTS In 2001, the PAS6 issued SFAS No. 141. "BUQineSB 
Cambinafions" ISFAS NO. 1411. SFLS No. 142, NO. 143, "Lisset Refirerner~t 
Obligations's ISFAS NO. 1431, and SFAS NO. 144, '"Accounting for the Impairment or 
Disposal of Long-Lived &Sets'' 1SFP.S No. 144) 

SFAS No. 141 requires that all business combinations be iiccounted for under 
the purchase method of accounting and establishes criteria f o r  the separate 
recognition of iilfangible a s s e t s  acquired in business combinations. SFAS No. 141 
is effective for business combinations initiated after June 30. 2001. 

SFAS NO. 142 establishes new accaun.fing and reporting standards for 
goodwill and intangible assets. CornEd adopted SPAS No. 142 as af January 1, 
2002. Under SFAS NO. 142, effective January 1, 2002, ?nodwill recorded by ComEd 
is no longer subject to amortization. After January 1, 2002, goodwill will be 
subject to an assessment for impairment using a two-step fair value based test, 
the first step of which must be perfomed at leaet amually, or more frequently 
if events or CiICUmStanCes indicate that goodwill might be impaired. The first 
step compares the fair value of a reporting unit to its carrying amount, 
including goodwill. I f  the carrying amount of the reporting unit exceeds its 
fair v d ~ e ,  the second step is performed. The eecond Step compares the carrying 
amount of the goodwill to the fair value of the goodwill. If the 
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fair value of goodwill is l e e a  than the carrying amount, 20 impairment loss 
would be reported 6s a reduction to goadwill and a charge to operating expense, 
except at the transitioz date, when the lass would be reflected as a cumulative 
effect Of a change in accounting prixiple. AS of December 31, 2001. ComEdls 
Consolidated Balance Sheets reflected approximately $4.5 billion in Goodwill. 
net of accumulated amortizafion. ~ninnual amortization of gwdwill of $126 million 
w a s  discontinued upon adoption of SPAS No. 142. In the first quarter Of 2002, 
Corn3 has completed the first ntep or the transitional impairment analysis, 
which indicated that its goodwill is not impaired. 

SFAS NO. 143 provides accoiinting requirements for retirement 0biiga:ians 
associated with tangible long-live8 assets. Retirement obligations associated 
with long-lived assets included within the scope of SFAS NO. 143 a l e  those for 
which there is a legal obligation to settle under existing or enacted law, 
statute, written o r  mal cont rac t  or by legal construction under the doctrine of 
promissory estoppel. ~hir ~ r i t ~ ~ ~ ~ ~  is effective for fiscal years beginning 
after June 15, 2 0 0 2  with initial application a5 of the beginning of the fiscal 
year. CornEd is ir. the process of evaluating the impact 0: SFAS No. 143 oil its 
financial statements. 

SFAS NO. 144 establishes accoonting and reporting standards for both the 
impairment and disposal of lmg-lived assets. Tnie statement i s  effective for 
fiscal years beginning after ~ecemer 15, 2001 and provisions of this statement 
are generally applied pmspecfively. Cornad is in the process of evaluating the 
impact of SFAS No.  144 on its iina-icial stitements and does not  expect the 
impact to be material. 

RECWSIFICATIONS Certain prior year amounts have been reclassified for 
comparative purposes. These reclassifications had no effect on net income or 
shareholders’ equity. 

2 .  Corporate Reetmcturing 

During January 2 0 D 1 ,  Exelon undertook a CDIpOrate restructuring to separate its 
generation and other competitive bUsinesses from its regulated energy delively 
‘businesses at COmEd and P E M .  As part  of the restructuring, the 
generation-related operatiom and aSSetS and liabilities Of ComEd were 
transferred to Generation. Additionally, certain operations and assets and 
liabilities of ComEd were transferred to Exelon Business Services Company IBscJ 
As a result, effective January 1, 2001. the Operations of CornEd consist of its 
retail electricity distribution and transmission business in northern illinois. 

The COrpoIBte restructuring had the fdlowing effect on the Condensed 
Consolidated Balance Sheets of CornEd: 

Decrease in Assets:  
CLrrent Assets 
Property, Plant and Equipment, net 
Investments 
Other Noncurrent Pseets  

Decrease in Liabilities: 
Current Liabilities 
Long-Tern Debt 
Deferred Income Taxes 
Other Noncurrent Liabilities 

Net Asseta Transferred 

12.6251 

799 

( 2 4 1  

.. 

2.212 
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Consideration, based on the n e t  book value Of the net assets trensferred, was is 
follows: 

Treasury Stock Received 
Other ?aid in Capital 
Notes Payable ~ AIfiliates 

$ 1,344 
24 

1463)  

$ 905 

In Connection with the restructuring, Goad assigned its respective rights and 
Obligations under various power purchase and fuel supply agreements to 
Generatior.. Additionally, Comd entered info c power purchase agreement IPPAI 
with Generation. 

Under the ??A betweer. ?onEd and Generatior., Generation has agreed to supply 
ill Of CornEd's load requirements through 2 0 0 4 .  Prices foT this energy vary 
depending upon the time of day and month of dclively. During 2005 and 2006, 
?omEd's PPA is a partisl re-ireinents agreement under which ComEd will purchase 
all of its required energy and capacity from Generation, 
capacity of the nuclear generating plants formerly owmed by ComEd and 
transferred to Generation. Under the terns of the PPA, Generatior is responsible 
for obfair.ing any required tranemission senice. The PPA also epecifies that 
prior to 2005, CornEd and Gereration will jointly determine and agree on a 
market-based price for energy delivered under  the PPA for 2005 and 2006. In the 
event that the parties cannot agree to marker-based prices for 2 0 0 5  and 2006 
prior to July 1, 2004, CornEd has the option of terminating the ?PA effective 
December 31, 2 0 0 1 .  ComEd will obtain any additional supply required from market 
svurces in 2005 and 2006. ar~d subsequent to 2006, will obtain all Of its 5upplY 
from market EOUIC~E, which could include Generation. 

up to the available 

The obligation for  decommissioning CornEd's nuclear facilities and the 
related trust fund assets were transferred to Generation concurrently with the 
transfer of the aenerafina ~lants and the related Nuclear RegUlatOIY Commission _ .  
(NRCI Operating iicenses as of January 1, 2001. CornEd had hiitorically accounted 
for the current period's Cost of decommissioning by recording a charge to 
depreciation expense and a corIeSponding liability in accumulated deprecisrion 
far its operating units and a reduction to regulatory assets far retired units 
(in current year dollars1 
license life of the plants. As Of December 31, 2000. CornEd's cumlafive 
liability of $2.1 billion was recorded as a component of accumulated 
depreciation. Xdditianally, i $1.3 biilion liability representing the present 
value Of the estimated COEC of decommissioning nuclear units previously retired 
was recorded as a long- fern, liability. These liabilities, as well =I 
investments in trust fund asaefs Of $ 2 . 7  billion to fund the costs of 
decommissioning. w e r e  transferred fa Generation. 

on a straight-line basis over the NRC operating 

Additionally. as part of the corporate restructuring, ?orad's liability co 
the U . S .  Department of Energy (DOE1 for payment of its one-time fee for spent 
nuclear fuel disposal was transferred to Generation. As of December 31, 2000, 
this liability, including accrued interest, was $810 million. Also, provisions 
for nuclear in~nrance were assumed by Generation under terms and conditions 
commensurate with thoae previously borne by ComEd. 
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3. Merger 

O n  OctobeT 20, 2000, ~xelon became the pareni corporation Of PECC 
Eirergy Company iPECO1 and COrnEd as a result of the completion of the 
transactions contempiared by an ~greernenr and Plan of Exchange and Merger, zs 
amended (Merger agreementl, among PECO, Unicorn Colporation !Unicorn1 and Exelori 
Pursuant to the Merger Agreement, Ulicorn merged with and into Exelon (Merger! 
In the Merger, each *haze of the outstanding common stock of Unicorn was 
converted into 0 . 8 7 5  shares of common stock of Exrlan plus $3.00 in Cash. As a 
result of the Merger, Unicorn ceased to exist aild its subsidiaries, including 
ComEd, became subsidiaries of Exelon. 

The Merger was accounted for using the purchase method of accounting. 
Purchase transactions resulting in one entity becoming substantially wholly 
owned by the acguiror establish 2 new basis of accounting in. the acquired 
eority's records for the purchased a E S e t e  and liabilities. Thus, 
price has been allocated to the underlying assets pvrchased and liabilities 
assumed based an their estimated fair values at the acquisition d a r ~ .  As a 
result of the applicatior. of the purchase method of accounting, the following 
fair value adjustments as adjusted to reflect final purchhae price allocation, 
including the elinination of accumulated depreciation, retained earnings and 
other comprehensive income, were recorded i n  ComEd's Conso1idat.d Balance 
Sheets: 

the purchase 

Total 

Increase lDecrease1 in Assets: 
Property, Plant and Equipment, net 
Goodwill 
Other Assets 

(Increase1 Decrease in Liabilities and Shareholders' Equity: 
Deferred Income Taxea 
Unamortized Investment Tax Credits 
Merger Severance Obliqation 
pension and POStrefiIernent Benefit Obligations 
Long-Term Debt and Preferred Securities 
Other Liabilities 
Other Paid in Capital 
Retained Earnings 
Accumulated Othe: Comprehensive Income 

$14.7911 

(2541 
5,051 

1,756 
4 0 1  

I3271 
471 
116 
I201 

13.201) 
792 

6 
. .. .. . . 

Reductions to the carrying vaiue of property, plant and equipment balances 
primarily reflect the fair value of the nuclear generating assets based an 
discounted cash f l o w  analyses and independent appraisals. AdJustmentE to 
deferred income taxee, long-term debt and preferred securities, and ather assets 
and liabilities were recorded based on the estimate of fair market value. 

Reductions to unamortized inveetment t a x  credits represents the adjustment 
of nuclear generating asaet investment tax credite to fair value. Merger 
severance obligations relating to CornEd's employee exit costs were recorded in 
the purchase price allocation. Reductions to pension and postretirement benefit 
obligations primarily reflect elimination Of unrecognized net actuarial gains, 
prior service costs and transition obligations. 

Goodwill represents the purchase price allocation to ComEd of the Cost in 
excess of net aesefs acquired in the Merger, which was amortized Over a forty 
year period for 2000 and 200:. mnual amortization of goodwill related to the 
Merger of $126 million was discontinued upon edoption of SPAS 142. 

Goodwill associated with the Merger increased by $262 million in 2001 
as a result of the finalization of i h e  purchase price allocation. The adjustment 
resulted primarily from the after-tax effect. of a reduction of tne  regulatory 
asset for decommissioning retired nuclear plants, additional employee separation 
costs and the finalization of other purchase price allocations. 
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MERGER-RELATED COSTS 

In Connection With the Merger, ComEd recorded Certain reserves for 
restructuring coets. COSEG ir.curred prior to t h e  Merger were chargel to expense. 
Costs incurred subsequent to the Merger ware reflected as part of the 
application of pulciase accounting and did not affect results Of operations. 

CornEd's Merger-related COStS charged LO expense ir, 2000 Were $67 millioi 
cansiscing of $26 million of direct incremental costs and $ 4 1  million for 
employee Costs. Direct incremeiltal Costs represent expenses directly associated 
with completing the Merger, including professional fees, regulatory approval and 
ather merger integration costs. Employee coats represent estimated severance 
payments provided under Exeloc's Merger Separation Plan IMSP! for eligible 
ernploye~s whose positions were eliminated before October 20, 2000 due to 
integration activities of the merged companies. 

Included in the purchase price allochfion is a liability f a r  employee costs 
and liabilities for estimated Cost3 of exifing business activities that were not  
compatible With the strategic business direction of Exelon of $ 3 6  miliion. 
During 2 0 0 1 ,  ComEd finalized ire plans far coneolidatian of fvnctiors, including 
negotiation of an agreement with the union regarding severance benefits to union 
employees and recorded adjustments to the purchase price allocation. Tne 
employee liabilities _re as follows: 

~mployee severance payments (a1 
Actu-rially determined pension and 

postretirement costs (bl 
Relocation and other severance (a1 

Total ComEd - Employee Cost 

Orig ina l  2001 Adjusted 
Estimate Adjustments Liabilities 
-------- - - - _ ~ _ - _ _ _ _  _ _ _ _ _ _ _ _ _ _ _  

$128 $ 2 5  $153 

158 
21 

(131 
8 

14 5 
29 

(a!  he increase is a result of the identificztian in 2 0 0 1  of additional 
positions to be eliminated. 

lbl The reduction results from lower estimated pension end post retirement 
welfare benefits reflecting reviaed aCtUz.iial estimates. 

The involuntary terminations are a resclt of merger integration and 
reengineering of processes, primarily in the areas oi corporate support, 
generation, end energy delivery. During 2001 a portio7 of the liabilities that 
related to Generation employees were transferred to Generation as part of the 
corporate reStmCtUrin9. Approximately 1.226 CornEd positions, reflecting the 
corporate reS:rUCturing, have been identified to he eliminated as a result of 
the Merger. ComEd anticipates that 5 8 5  million Of employee Costs will be funded 
from its pension and postretirement benefit plans and $92 million will be funded 
from general corporate funds. CornEd has terminated 399 employees as of December 
31, 2001.  The remaining positions are expected to be eliminated by the end Of 
2002.  
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The following table provides a reconciliation of the reserve for 
employee severance and relocation Casts associated wit" the Merger: 

Employee Severance and relocatiop. reserve as of October 20, 2000 5 1 4 9  
Additional reserve 33 

Adjusted employee severance and relocation reserve 1 8 2  

.._._ 

Payments to employees (October 2000-December 20011 175)  
ReStmCtUring transfer 145)  

Employee severance and relocation reseive as of December 31, 2 0 c 1 ,  after restrilcturing 6 2  
..__~ 

..... ..._. 

4 .  Fossil Plant S a l e  

In December 1999, ComEd completed the s a l e  Of its fossil generating assets tc 
Ediron Mission Energy, an Edisoa Infe;nation+l subsidiary IEME), for a cash 
purchaae price of 54.8 billion. The fossil generating aseets represented an 
aggregate generating capacity of approximately 9 . 7 7 2  megawatts. 

Just prior to the consumnafiar Of the foSEil plant sale, ComEd trailefeired 
these assets to an zffiliate, m i c a  Investment, Inc. IUnicom investmenti. 1n 
consideration for the transferred ~ S S ~ Z S ,  Unicom Investment paid ComEd 
consideration totaling approximarely $4.8 billion in the form of e demand note 
in the amount Of approximately 5 2 . 4  billion and an interest-bearing note with a 
maturity of twelve years. Unicorn Investment immediately sold the fossil plant 
assets to EME, in consideration of which Unicorn Investment received 
approximately $ 4 . 8  billion in cash f r a  EME. Immediately after its receipt of 
the caah Payment from EME. Unicorn Investment paid the demand note in full. 
Unicorn Investment "Sed the remainder of the cash received from EME to fund other 
business Opportunieie.5, including share repurchases. Of the cash received by 
CamEd. $1.8 billion was used to pay the costs and taxes associated with the 
fossil plant sale, including C0mEd.S contribution of $25a million of the 
proceeds to an environmental trust as required by Illinois legislation. The 
remainder of the demand note proceed8 was available ta C d d  to fund, among 
other things. transmiseion and distribution projects, nuclear generation station 
projects. and environmental and other initiatives. 

The sale Drodllced an after-tax oain of aDDrOXimatelv 51.6 biliior.. after - .. . ~~ 

recognizing commitments associated with certain coal Contracts of $350 million, 
employee-related costs of $112 million and contributing to the environmental 
tTUEt. The coal COntTaCt costs include the amortizatior. of the remaining balance 
of CamEd's regulatory asset for unrecovered coal I E S ~ T V ~ E  of 5178 million arid 
the recognition Of $172 million of settlement payments related ta the 
above-market oortian of coal Durchase commifoents ComBd assianed to EME at ~ ~~ ~~~~ ~~ - 
market value upon completion of the fossil plant sale. The Severance Costs 
included pension and postretirement welfare benefit curtailment and special 
termination benefic Costs of $51 million and transition, separation and 
retention payments of $61 million. A fatal of 1,730 fossil station employee 
positions were eliminated upon completion of the fossil plant aale OY December 
15, 1999. The employees whose positions were eliminated have been terminated. 
Consistent with the provisions of Illinois legislation, the pre-tax gain on the 
sale of $ 2 . 5 8 7  million resulted in a regulatory liability, which wag used to 
recover regulatory assets. Therefore. the gain on the sale. excluding 543 
million of amortization of investment tax Credits, was recorded as a regulatory 
liability in the amount of $2,544 million and amortized in the fourth quarter of 
1999. The amortization of the regulatory liability and additional regulatory 
asset ammtization of $2.456 million are reflected in depreciation and 
amortization expense an CornEd's Consolidated Statements of Income. 
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5 .  Regulatory ISmue6 

In 2001. the phased process to implement competition into the electric industry 
continued as mandated by the requirements of Illinois legislation. 

mstorner Choice As of December 31,  2 0 0 0 .  all non-residential cusforner~ were 
eligible to choose ii new electric supplier or elect the power purchase option 
which allows the purchase of electric energy from CornEd at market-based prices. 
ComEZ's residential CUatUmers become eligible to choose a new electric supplier 
in May 2002. AS of December 31, 2001. approximately 18,700 non-residential 
customers, representing approximately 22% of CornEd's annual retail kilowatt-hour 
sales, had elected to receive their electric energy from an alternative electric 
supplier 01 had Chosen the power purchase option. Customers who receive erergy 
from an alternative supplier continue to pay a delively charge. ComEd is unahie 
to predict the long-term impact o r  customel choice on r e m l t e  of operations. 

Rate Reductions a d  Return on common Equity Threshold The Illinois legislation 
provided a 15% residential base rate reduction effective Auguat 1, :??e with an 
additional 5% residential base rate reduction effective October 1, 2 0 0 1 .  CamEd's 
operating revenues were reduced by $24 million ir. 2001 due to the 5 %  residential 
rate reduction. Notwithstar.ding the rate redllcfions and subject to ceresin 
earnings tests, a rate freeze will generally be in effect until at least Januaiy 
1, 2005. P. utility t ~ a y  request a rate increase during the rate freeze period 
Only wher necessary to er~sure the utility's financial viability. Under the 
Illinois legislation. if the earned return on cornon equity of i utility during 
this period exceeds ai. established threshold, me-half of the excess earnings 
must be refunded to cu8tomers. The threshold rate Of zeturn on common equity is 
based On the 30-Year Treasury Bond rate plus 8.5% in the years 2000 through 
2004.  Earnings far purposes of ComEd's threshold include ComEd's net income 
calculated in accardance with G m P  and reflect the amortization of regulatory 
assets and goodwill. As a result of Illinois legislation, at December 31, 2001, 
CornEd had a regulatory asset With an unamortized balance of 5277 million that it 
expects to fully recover and amortize by the end of 2004. Consistent with the 
Provisions of the Illinois legislation, regulatory assets may be recovered at 
amounts that provide COmEd an earned Ieturn On common equity within the Illinois 
legislation earnings threshold. The Utility'* earned return 03 common equity and 
the threshold return on common equity for COmEd are each calculated on a 
two-year average basis. COmEd did not trigger the earnings Sharing provision in 
2000 or 2001 and does not currently expect to trigger the earnings sharing 
provisions in the yeara 2002 through 2004. 

Nuclear Decommissioning Casts In December 2000, the ICC issued an order, 
effective upon the transfer of the nuclear plants to Generation ( n e e  Note 2 - 
Corporate Restructuring), authorizing ComEd to recover $ 7 3  m i K i m  annually from 
CUStmerE during the first four years of the six-year t e r n  of the P?A between 
CamEd and Generation. Up to $73 million annually C a l  also be collected in 2005 
and 2006, depending on the portion of the output of the fcrmer CamEd nliclear 
Statione that ComEd purchases from Geceratior?. Under the ICC order, subsequent 
ta 2006, there would be no further collection for decommissioning mete f r o m  
CuBtOmers. All amounts collected from CYEtDmerE m u s t  be remitied to Ger:eration 
for deposit into the relafed decommisaioning frusi funds. The Icc Order also 
provides tnat any svrplu~ trust funds after ComEd's former nuclear stations are 
decommissioned must be refunded to ComEd's Customers. The ICC order has been 
appealed to the Illinois Appellate Court by ConEd and Other parties. 

The $73 million annual recovery of decommission in^ costs authorized by the 
ICC order represents c reduction f m m  the $84 million annual recovery in 2000. 
Accordingly. in the first quarter of 2001, Comd reduced its nuclear 
decommissioning regulatory as=& to $ 3 7 2  million, reflecting the expectea 
probable future recoveries from C U S C O ~ ~ T S .  The reduction in the 
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regulatory a6set ir. the amount of $347 million was recordeo as an adjusment fc 
the Merger purchase price allocation and resulted in a carrespor-ding increase in 
qoodwili. Effective January I, 2001, ComEd recorded an Obligation to Generation 
of approximately $440 million representing CornEd's legal requirement to remit 
funds to Generation for the remaining regulatory asset amount of $372 million 
upon Collection from Cusfomer~. and f o r  collections from Customers prior to the 
establishmeilt of external decommiseiocing trust funds in 1989 to be remitted to 
Generation for deposit into the decommissioning trust6 through 2006. At December 
31, 2001, the nuclear decommissioning regulatory asset had an unamortized 
balance of $310 millim 

6 .  supplemental Financial 1r.fomation 

SUPPLEMEWTPL INCOME STATEMST I N F O R M T I O N  

For the Period 
................................... 

For the Year 

December 31, Decerber 3 1 ,  October 19, 
Ended October 2 0 -  zanuary 1- 

2001 2 0 0 "  1 2 0 0 0  
............ ............. , ............. 

TAXES OTHER TW.N INCOME 
Utility 
Real estate 
Payroll 
Other 

Total 

$203 
3; 
2 8  
32 

.... 
$296 
.... .... 

For t>e *ear 
Ended 

December 3 1 .  
1999 

............ 

... .... I 
$83 I $425 
... .... ... .... I 

The decrease in taxes other than income from the prior year was primarily due to 
the corporate restructuring in which CornEd's nuciear generating stations were 
transferred to Generation (see NDte 2 - Corporate Restructuring) and a change in 
presentation of certain revenue taxes which did not affect income. 

For rhc Period 
................................... 

For the Year 
Ended October 2 0 -  canuary 1- 

December 31, Decembe; 31, October 19. 
2001 Z O O 0  1 2 0 0 0  

............ ............. 1 ............. 

OTBER, N3T 
Investment income 
Gain i l o s s l  on fornard share 

repurchase 
w i n  l l o s d l  on disposition of 

assets. "et 
m c .  eq~ity end borrowed 
Other incone iexpense1 

Total 

.. ~. 
17 .. 
.. 17) 
... ... 
$35 $ 2  
... ... ... ... 

113 

1311 
19 

1131 
.... 
$I*, 
.... .... 

$ 2 6 8  
214 
70 
35 
._.. 
$ 5 0 7  
.... .... 
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SUPPLEMENTAL CASH FLU% IN?ORMRTION 

For ct.e Period 

For the Year 
Ended 

December 31. 
October 20 

December 3 1  
2000  

Cash paid during the yea; :  

xnieresr inet of amount capitalized: 
1rcorne taxes (*et Of refunds1 
Noncash inreaiing and :ina?cing: 

C a ~ i t a l  l e a s e  ObliqationS 
incur I e d 

Common stock repurchase 
Settlerrent of forward share 

Repurchase arrangement 

Net asseta transferred as c 
Deferred t a x  on faseil plant sale 

result of the restruccurir.g, 
net of note payable 

Contribution of receivable from 
parent 

Purchase accounting estimate 
adjustments 

Regulatari asset fiir value 
adjustment 

Retirement of treasury shares 

Depreciation and amortization: 
Property. plant and equipment 

Decommissioning 

Nuclear fuel 
Regulatory amset8 

Goodwill 

Total Depreciation and amortization 

2001 
...... 

6411 
53°C 

.~ 

.. 

.. 

.. 

1 1 . 3 6 8  

$1.062 

$ 1851 

$ 3 4 1  
$2.023 

$365 

170 

126 

$661 

.. 

.. 

.... 

.... .~.. 

January 1- 
October 19, 

I 2000 , ............. 
5 418 

$1,193 

.. 

$ 993 
$ l , D 9 n  

.. 

.. 

~~ 

.. 

.. 

5 5 4 3  
1 4 4  
257  

6 8  
.~ 

...... 
$1.012 
...... ...... 

For the Year 
Ended 

December 31, 
1999 

sise 
$ 4 8 5  

$ 2  

.. 

.. 

6706 
66 
4 6  
8 4  
... 
.... 
$902 
.... .... 

SUPELEMSWIRL BALANCE SHEET INFORMATIOh. 

REGULATORY WSETS 

at December 31, 

Nuclear decommissioning costs for retired plants 
Recoverable transition costs 
Loss on reacquired debt 
Recoverable deferred income taxes (see Note 111 

Total 

277 385 
54 35 
26 (291 

See Note 5 - Regulatory Issues - regarding the decrease in nuclear 
decommissioning costs for retired planta from the prior year. 
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7. AccounCs Receivable 

Accounts receivable - CUStomer at 3ecember 31, 2001 and 2000 included unbilled 
operating revenues of $251 million and 831E million, respectively. Tile allowa~ce 
fo? uncollectible accounts at December 31, 2001 a2d 2000 was $49 million and $60 
million, respectively. 

8 .  Property, Plant and Equipment 

A summary of Property, plant and equipment by classification as of December 31, 
2001 and 2000 1s a6 fallows: 

2001 
.... 

Electric -- Transmission &Distriblifior. $ 6 , 0 9 8  
Electric -- Generatinn ~. 
Nuclear Fuel ~. 
~~~~~~ 

Construction Woyk in Progress 547 
Plant Held for Future Use 45 
Other Property, Plant and Equipment 896 

...~~. 
Total Property, Plant an0 Equipment $7,587 

Property. Plant and Equipment, net $7,351 

Less Accumulated Depreciation 236 
...... 

....~. ..._.. 

203c 
.... 

$5.612 
1,957 

6 7 7  
683 
50 
912 

$9,891 
2.234 

$7.657 

Accumulated depreciation as Of December 31, 2000 includes accumulated 
amortization Of nuclear fuel $52 million, and the nuclear decommissioning 
liability far the nuclear operating units of $2.1 billion which were tranaferred 
to Generation as part of the corporate restructuring. 

The decrease in the net property, plant and equipment balance from the 
prior year was primarily due to the corporate restmcturing in which CornEd's 
nnclear generating stations were transferred to Generation [see Note 2 - 
corporate ReSfmCtUring) 

9 .  Notes Payable 

Average borrowings 
Average interest latee. computed on daily basis 
Maximum borrowings ourstanding 
Average interest latee, at December 31 

Along with Exelan, PECO, and Generation, ComEd, is a party to a $1.5 billion 
364-day unsecured revolving credit facility on December 12, 2001 with a group of 
banks. CamEd has a $300 million sublimit under this credit facility, which i8 
used principally C O  Bupport ComEd'e commercial paper program. There was no 
outstanding debt under this credit facility or Commercial pzper at December 31, 
2001. Xnferest rates on borrowings under this credit facility are baaed on the 
London Interbank Offering Rate a6 of the date of the advance. 
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1 0 .  mng-Term Debt 

ComEd Transitional Truat Notes 
Series 1938-A: 

First and Refunding Mortgage Bonds ( a i  (bi 
Fixed rates 

Notes payable 
Polbation control bonds: 

Fixed rates 
Floating rates 

sinking fund debentures 

Total Long-Term Debt (c) 
unamortized debt discount and premium, net 
~ u e  within one year 

Long-Term Debt 

at December 31. 2 0 0 1  at December 3: .  

Maturity 
Rates Date 
~ ~ ~ . _  . ~ ~ _  

5 . 3 4 % - 5 . 7 4 %  2 0 0 2 - 2 0 0 0  

2 0 0 2 - 2 0 2 3  

6 . 4 0 % - 9 . 2 0 %  2 0 0 2 - 2 0 1 8  

4 . 4 0 % - 9 . 0 7 5 %  

5 . 8 7 5 %  2 0 0 7  
2 . 5 9 %  2 0 0 9 - 2 0 1 4  

(ai Utility plant of ComEd is subject to the liens of its mortgage indenture. 

(b) Includes pollution control bonds secured by first mortgage bonds issued 
under ComEd's mortgage indenture. 

(c) Long-term debt maturities in the period 2002 through 2006 and thereaftel 
are as follows: 

2002 $ ea5 
2003 6 9 7  
2 0 0 4  5 7 s  
2 0 0 5  8 0 6  
2006 7 7 0  
Thereefter 3 , 1 2 0  

Total $ 6 . 8 2 1  
.~..... 

....~~. ..._. . . 

1n 2001, COmEd enteied into forward-starting irterest rate swaps, with an 
aggregate notional amount of $250 miilioc, to manage interest rate exposure 
associated with the anticipated $400 million refinancing Of CornEd First Mortgage 
Bonds in the first qUarteT Of 2002.  CornEd also entered into an interest rate 
swap agreement with a notional a m o u n t  of S235 million to effectively convert 
fixed rate debt to floating rate debt 

Prepayment premiums of $ 3 9  million. offset by unamortized issuance premiums 
of $17 million. aseociafed with the early retirement of debt in 2001, have been 
deferred and recorded as regulatory assets. and will be amortized to interest 
expense over the life of the related new debt issuance consistent with 
regulatory recovery In 2000 and 1 9 9 9 ,  CornEd incurred extraordinary charges 
aggregating $6 million I S 4  million, net of tax). and $46 million ~ $ 2 8  million, 
net of tax), respectively. consisting 0: prepamenf premiums and the write-offs 
of unamortized deferred financing mets associated with the early retiiement Of 
debt. 

1 0 6  

$ 2 . 3 8 0  $ 2 . 7 2 0  



11. Income Taxes 

income czx expense (benefit! is comprised 0: the following components: 

For the Period 

.... 
8 -- 
.... .... 

.... .... 
$ -- ~ 5 ( 2 )  

.... ==== .... 

$ 1 . 4 6 6  
11,1311 

1781 

3 1 6  
12411 
.... 

$ 3 2 6  
. ~ ~ .  ..-. 

$ 1 1 5 1  

..~. 
131 

$ 1 1 8 1  
.... 

.... .... 

Included ~n operations: 
Federal 

Current 
Deferred 

Included in extraordinary items: 
Federal 

curren: 
state 

current 

For rhe Year Far the Y e a r  
Ended o c t .  2 0 -  Jan. 1- Endea 

December 31, De=. 3 1 ,  occ. 19. December 31, 
2001 i"U0 2 0 0 0  1399 
.... .... .... .... 

I 

5400 
16 

14: 

92 
2 

~~. .  
$106 
.... .... 

.... . . ~ ~  I 
$103 1 $229 
.... . . ~ ~  .... I .... 

$121 
! 
i 

$ .. , 

1 
I 

.... .... 
.. .. 

The effective tax rate varies from the U.S. federal statutory rate for the years 
ended December 31 principally due to t n e  following: 

For the Year 
Endsd 

December 31, 
2 0 0 1  
.... 

BOT the Period 
.............. 

For the Year  
oc t .  20- Jin. 1- Ended 
Dee. 3 1 .  OCt. 19. December 3 1 .  

2 c o o  2300  1999 
.... . . ~ ~  

~ 
.~~~ 

U.S. Federal 6tat"zory ra:e 
Increase (decrease! due to: 

Plant basis differences 
stare incame taxes, net Of 

federal Income Tax  
benefit  

limortiration of yoadwill 
nmortieatian of investment tar 

credit 
RmDrtlzaLion Of reyc1arary ?.*set 
Unrealized los.5 (gain1 on forward 

share, repurchase arrangement 
O t h e r ,  net 

Effective income tax  rare 

31.0% 

0 . 3  

5 . 5  
9.0 

( 0 . 4 1  
1 . 4  

.. 
10.3!  

4 5 . 5 %  
.... 

.... .... 

35.0% 

13 .71  

I 
35.0% i 

I 
11.71 1 

5 . 9  1 
3.4 1 .. 

I 
I 

-- I 

I 
1 . c  1 

1 

I 

3.6 
I 

( 2 . 9 1  
.. 

.~ 

1 4 . 8 1  
1 0 . 3 1  

2 7 . 5 %  

.. 

.... ~-~~ 
4 3 . 6 %  1 
.... .... .... .... 

31.0% 

1 2 . 2 1  

4.9 
~. 

1 5 - 0 1  
.~ 

1.5 
10.81  
.... 
;3.4% 
.... .... 
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The tax effect of temporary differences giving rise to significant porcions of 
ComEd's deferred tax asset8 and liabilities as of December 31, 2001 azd 2000 are 
pzesented below: 

Deferred tax liabilities: 
Plant basis difference 
Deferred investment tax credit 
Deferred debi refinancing costs 
Deferred gain on like-kind exchange 
Other, r.e: 

Total deferred tax liabilities 

Deferred tax aSSetS: 
Deferred pension and poetretirement obligations 
Other, net 

Total deferred tax assets 

Deferred income taxes lnet) on :he balance sheet 

In accordance wirh regulatory treatment of Certain temporary differences. Camd 
has recorded a regulatory assetilliability) for recoverable deferred income 
taxes of $26 million and $1291 million at December 31. 2 0 0 1  and 2000,  
respectively. These recoverable deferred income taxes include the deferred tax  
effects associafed principally with liberalized depreciation accounted for in 
accordance with the ratemaking policies of the ICC. as well aa the revenue 
impacts thereon, and assume continued recovery of these Costs in future rates. 

The Internal Revenue Service is currently auditing CornEd's Federal fax 
returns for 1 9 9 6  through 1 9 9 5 .  The Curre~t  audite are not expected to have an 
adverse impact on the financial condition or ieeults of operations of CornEd. 

1 2 .  Retirement Bene5iEe 

CornEd has adopted defined benefit pension plana and postretirement welfare 
benefit plana Sponsored by Exelon. Essentially a l l  CornEd employees are eligible 
to participate in these plans. In 2001, ComBd's former plans w ~ r e  consolidated 
into the Exel~n plans. Essentially a l l  CornEd managernen: eriployees, and electing 
union employees, hired or: or a f t e r  ~anuary 1, 2001 are eiigible to participate 
in newly established Exelon cash balance peneion plan. Management employees who 
were active participanta in the former CornEd pension plans on December 31, 2000 
and remain employed by ComEd on January 1, 2002,  will have the opportunity to 
continue to participate in the pension plan or to transfer to the cash balance 
plan. Benefit8 under these pension plans generally reflect each employee's 
compensation, years of service. and age at retirement. Funding is based upon 
actuarially determined ContiibUtioIiS that take into account the amomt 
deductible for income tax purposes and the minimum contribution required under 
the Employee Retirement Income Security Act of 1 9 7 4 ,  as amended. The following 
tables provide a reconciliaiion of benefit obligations, pian assets, and funded 
Status for ComEd's proportionate allocated interest in the plans. 
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Change in Benefit Obligation: 

Net benefit obligation at beginning of year 
Corporate restructuring 
service Cost 
Interest cost 
plan participants' Contribuiions 
plan amendments 

Other Postretirement Benefits 

4,460 $ 4,119 

38 70  
Zl? 310 

( 2 , 2 4 0 )  .. 

.~ .. 

.. -~ ....... 
Actuarial (gain)loss 116 9:  
special accounting costs _. 125 .. 
GTOSS benefits paid (1451 (2551 131) (541 

"et benefit obligation. at end of year $ 2,448 $ 4.460 $ 475 $ 1.354 

42 

........ ....... ......... ........ 

$ 1.354 $ 1,169 
18151 .. 
13 33 
4 0  8 8  

1 .. 

....... ......... ........ ........ ........ ......... .~_..~~ .~~_..__ 
change lr Plan Assets: 
~ a l r  value of plan assets ai begrnning of year $ 3.992 $ 4,266 $ 925 $ 949 
Corporate TeStrUCtUring ( 2 . 0 0 6 )  ~~ 1 5 7 4 )  ~~ 

Actual return OD Plan aSietf ( 6 8 )  (241 I31 
~mployer contribiltions 
plan participants' contributions 
G ~ S S  benefits paid 

 air value of plan assets at end of year 

Funded Status at end of year 
~ i ~ ~ e l l a n e ~ u s  adjustment 
unrecognized net actuarial 1gain)loss 
unrecognized prior service coat 

Net amount recognized at end of year 

9 
._ .. 

1145) 12551 
........ _.~___. 
$ 1,782 $ 3,992 
........ ___~_.. ........ ....... 

$ (666) $ ( 4 6 8 )  
._ .. 
515 183 
_. _. 

........ ~~..__. 
$ (1511 $ (2851 
........ ....... ........ ....... 

Pension Benefits Other PoStIELirement Benefits 
................................ ..................................... 
2001 zoo0  1999 2001 2000 1991 
.... .... .... .... ~~~ .... 

WEIGHTED-AVEPAGE &SSVNPTTONS 
AS Or DECEMBBR 31, 
DiSCOUnf rate 7.35% 7.60% 6.75% 7.35% 7 . 6 0 %  6 . 7 5 %  
Elaecfed return on Dla" assets 9 . 5 0 %  9.50% 9.21% 3 . 5 0 %  9.22% * 911 . ~ .  ~ ~~ 

R - L ~  of compensation increise 4 . 0 0 1  4 . 0 0 %  4 . 0 0 %  4.00% 4.00% 4.00% 
Bealrh care COSL trend or. 
covered charger N I P _  N/A N I A  10.00% 7 .  00% 8 . 0 0 %  

decreasing decreasisg decreasing 
to ultimate to ultimate 10 ultimate 

trend of 4 . 5 %  trend of 5.0% trend of 5.0% 
in Z O O 8  in 2005 In  2 0 0 5  



COMPONENTS OF NET PERIODIC 
BENEFIT COST (BENEFIT) : 

Service cost 
Interest cost 

Expected return or. aesets 
Amortizacion of: 
Transition obligation (asset) 
Prior service Cost 
Actuarial (gain1 1056 
Curtailment charge (credit1 
Settlement charge (credit1 

N e t  periodic benefit cost !benefit1 

Special accourdng costs 

SENSITIVITY OF RETIREE WELFIiRE RESULTS 

Effect of a one percentage point increase in assumed health care Cost trend 
on total service and interest Cost components 
on postretirement benefit obligation 

on total service and interest cost components 
on postretirement benefit obligation 

Effect of a one percentage point decrease in assumed health care cost trend 

The decrease in the n e t  benefit obligation and the fair value Of plan assets 
from the prior year is due primarily to the corporate restructuring !see Note 2 
- Corporate Restructuringl. Amounts of the obligation allocated to affiliztes in 
the reitructuring were primarily based on the relative number Of active 
employees transferred to each affiliate. 

Prior service COEC is amortized on a straight-line basis over the 
average remaining BerViCe period of employees expected to receive benefits under 
the plans .  

Special acc~unfing C D S ~ S  in 2000 Of $125 million represent CornEd's 
accelerated liability increase, including Si00 million for separation benefits 
and $25 million for plan enhancements. 

CornEd provides certain health care and life insurance benefits for 
refired employees through plans sponsored by Exelon In 2001, to more closely 
align the benefit plans of COmEd and PECO, Exelon amended the former ComEd 
Dostretirement medical benefit ~ 1 a n  that changed the eligibility requirement of 
t h e  plan to cover only employe& who refire w:th 10 year; of se&ici after age 
45 rather than With 10 years of service and having attained the age of 55. 
Welfare benefits for active employees are provided by several insurance policies 
or self-funded plans whose premiums or contributions are based upon the benefits 
paid during the year. 

Additionally, ComEd provides nonqualified supplemental retirement plans 
which cover any excess pension benefits that would be payable to management 
employees under the qualified plan but which are limited by the Internal Revenue 
Code. The fair value af pian asset5 excludes $23 million held in a tNSt as of 
December 3 1 ,  2001 for the payment of benefits under the supplemental plans and 
$8 million held in a trust as of December 31, 2001 for the payment of 
postretirement medical benefits. 

ComEd has savings plans for the rna70rity Of its employees. The plans 
ailow employees to contribute a portion of their pretax income in accordance 
with specified guidelines. COmEd matches a percentage of the employee 
contribution up to certain limits. The Cost Of CornEd's matching contribution to 
the savings plans totaled $20 million, 531 million, and $32 million it? 2001, 
2000 and 1999, respectively. 
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13. Preferred Securities 

PREFERRED AND PREFERENCE STOCK At December 31, 2000, there Were 51,173 
ausharized shares Of $1.425 convertibie preferred stock. >.t CecembEr 31, 2001 
and 2000, there were 6,610,451 iilthorized shares Of preference Stock and 85C.000 
authorized shares of prior  preferred stock. 

~__.._...__..____. 
2001 2000 1 5 E 5  2001 
___. .... ~~ . .  ._.. 

WITHOUT MANDATORY REDEMPTION 
$1.425 convertible preferred stock, 

Preference stock, non-cumulative, 
-_ 56,251 5 ~- cumulative, without par value ~~ 

Without par value 1,120 1,120 1,120 7 

m t a l  preferred and preference stock 1,120 1,120 57,411 $ 7  
~__.. ..~_~ ....~_ _~~.. 

. . ~ ~ ~  ..... ...... ~ ~ ~ ~ . .  ...__ ~~... .~~~~ ..._. 

Preferred and preference Stock redemptions were  56,291 ar.d li.502.549 shares in 
2000 and 1595, respectively. 

COMPM-OBLIGATED MENDATORILY REDEEMABLE PREFERRED SECURITIES OF SUBSiDIARY 
TRUSTS HOLDING SOLELY THE COMPPNY'S SUBORDINATED DEBT SECURITIES At December 31, 
2001 and 2000, subsidiary trusts of ComEd had outstanding the following 
securities. 

ComEd Financing I and ComEd Financing I1 are w'lolly owed subsidiary trusts 0 5  
CornEd. The sole assets of each ComEd trust are subordinated deferrable interest 
debt securities issued by ConEd bearing interest rates equivalent to the 
distribution rate of the related tmsc security. 

The interest expense on the deferrable interest debt securities is 
included in Distributions on Company-Obligated Mandatorily Redeemable Preferred 
securities of Subsidiary Trusts Holding solely the Company's Subordinated Debt 
securities in CO~EO'S Consolidated statements of Income and is deductible for 
income tax purposes. 

14. common Stock 

At December 31, 2001 and 2000, Cornmor. stock with a $12.50 pa? value consisted of 
250,000,000 and 250,000,000 shares authorized and 127.016.000 and 163,805,000 
shares outstanding, respectively. 

During the second quarter of 2001, CamEd canceled 50.4 million of its 
common shares totaling $2.023 millior..  

ht December 31, 2001 and 2000, 67.311 and 74,966, respectively, Of COmEd 
common Stock purchase warrants Were outstanding. The warrants entitle the 
holders to Convert such warrants into common stock of ComEd at a conversion rate 
Of one share Of common stock for three warrants. At December 31, 2001, 22,439 
shares Of common Stock were reserved for the conversion of warrants. 
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FORWARD PURCHASE AGREEMENTS In tbe fourth quarter Of 1998. ComEd entered into a 
foward purchase arrangement with Unicorn far the repurchase of $200 million of 
ComEd common stock. This contiac~, which was accounted for as an equity 
Instrument a~ of December 31, 1955, was settled on a net cash basis in February 
1939, resulting in a $16 million reduction to Common Stock equity on CornEd's 
Consolidated Balance Sheets. 

I n  January 2000.  CornEd physically settled the forward share repurchase 
arrangements it had with Unicorn for the repurchase of 2 6 . 3  million CmEd common 
sh-res. Prior to settlement, the repurchase arrangements were recorded as a 
receivable on CornEd's Consolidated Balance Sheets based on the aggregate market 
value Of the shares under the arrangements. In 1359, net  unrealized loaees of 
544 million (after-tax) we-e recorded related to the arrangements. The 
Settlement Of the arrangements in January 2000 resulted in a gcin of $113 
million (after-tax, which warn recorded in the first quarter Of 2000. The 
settlenent of the arrangements resulted in a reduction in CornEd's outstanding 
common Shares and common stock equity, effective Jznuary 2000.  

STOCK REPURCRASES During the first quarter of 2000,  COmEd repurchased four 
million of its common shares from Unicorn for $153 million using proceeds from 
the 1938 isruance of transitional trust notes. 

In the fourth quarter of 2000.  ComEd repurchased 15.9 milliorr of its 
common shares from Unicorn in exchange for an $850 million note receivable ComEd 
held from Unicorn Investment. 

As part Of the restructuring, CornEd received 36.8 million of its common 
shares froiri Exelon totaling Si.344 million in exchange for the net assets 
transferred to Generafion and notes payable received from Generation. 

SWlRES OUTSTAl22ING The following table details CornEd's common stock m d  treasury 
stock: 

(in thousands) 

Balance, December 31, 1 9 9 8  
Conversion of 51.425 Preferred Stack 
Common Stock Repurchases 

Balance. December 31. 1399 
Conversion Of 51.425 Preferred Stock 
Common S m c k  Repurchases 
Stock Forward Repurchase Contract 

B a l m c e ,  October 19, 2000 
Common Stock R~PUTC.%S~S 

Balance, December 31, 2000 
Retirement of Treasury Shares 
Restructuring (See Note 2 ~ Corporate ReGtrUCtUringl 

Balance. December 31, 2001 

1 1 2  

Common 
Shares 
.._.._ 

2 1 4 , 2 3 6  
2 _ _  

- .___. . 
214,238 

4 

Treasury 
Shares 
.__._. 

179 
.. 
a 5  

~__._~ 
264 

3,364 
26,268 

30,496 
13,941 

50.437 
(50,4371 
3 6 , 7 8 3  

36,789 

.. 

..__.. 

___-_. 

_ _ _ _ _ _  
_....~ .~~~.. 



15. Fair i'alue of Financial Assets and Liabilities 

The carrying amounts and fair values of CornEd's financial instruments as Of 
~ e c e m b e r  31, 200: srd ~ O O O  W E ~ B  ae foliowl: 

EON-DERIVATIVES: 

Liabilities 
Long-term debt (including 

amounts due wi:hin one year) 8 

Redeemable Preferred Securities 5 

Company-Obligated Mandatorily 

DERIVATIlG3S: 

Enerqy derivatives 

Forward interesi rate swaps 

Cash and cash equivalents, ~usfomer accounts receivable, and trust accounts for 
decommissioning nuclear plants are recorded at their fair value. 

As of December 31, io01 and 2000, COmEd's carrying amounts Of cash and 
cash equivalents and accounts receivable are representative of fair value 
because of the short-term nature Of rheee instruments. Fair valuee Of the trust 
accounts for decommissioning nuclear piants, long-term debt, and 
Company-Obligated Mandatorily Redeemable Preferred Securities are estimated 
based on quoted market prices for the same or similar issues. The fair value Of 
ComEd's interest rate swaps and ellergy derivatives is determined using quoted 
exchange prices, externai dezler prices, or internal valustion models which 
utilize assumptions of future energy prices and available market pricing CUIVCE 

Financial instruments mat potentially subject CamEd to Concentrations 
of credit risk conaiat principally 0: cash equivalents and customer zIccounts 
receivable. CornEd places its cash equivalents with high-credit quclity financial 
institutions. Generaliy, S m h  investments are in excess of the Fedrrd Deposit 
insurance Corporation limits. Concentrations of credit risk with respect to 
CuSfomer accounts receivable ar? linited dve to CornEd's lage number of 
CUstomeTS and their dispersion acro86 mamf industries. 

ComEd has entered into forward-starting interest rate swaps to manage 
interest rate exponure in the aggregate notional amount of $250 million. These 
swaps have been designated as cash-flow hedges under SFAS 133, and as such, as 
long as the hedge remains effective, and the underlying transaction remains 
probable. changes in the fair value of these swaps will be recorded in 
accumulated other comprehensive income (loss1 until earnings are iiffected by the 
variability of the cash flows being hedged. 

ComEd has also entered info an interest rate swap to effectively 
Convert $235 million in fixed-race debt to a floating Tate debt. This swap has 
been designated as a fair-value hedge, as defined in SFAS NO. 133 and as such, 
changes in the fair value Of the m a p  will be recorded in earnings. However, as 
long as the hedge remains effective and the underlying transaction remains 
probable, changes in the fair value of the swap will be Offset by changes in the 
fair value of the hedged liabilities. Any change in the fair value of the hedge 
as a result of ineffectiveness would be recorded immediately in earnings. 

The notional amount Of derivatives do not represent amounts that are 
exchanged by the parties and, thus, are not a measure O f  COmEd'S exposure. The 
ammnta exchanged are calculated on the basis of the notional or Contract 
amounts, as well a8 an the ofher terms of the derivatives, which relate to 
interest rates and the volatility of these rates. 
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CornEd would be exposed to credit-related losses in the event of 
non-pcrfomance by the counterparties that isaued the deriv-tive instruments. 
The credit ewoeure of derivative contracts is represented by the fair value Of 
c~nfraifs at the reporring dare. ComEd's interest rate swaps are dmumented 
under master agreements. Rmong other things, these agrezrnents provide far a 
maximum Credit exposure for both parties. Payments are reguired by the 
appropriate party when the maximum limit is reached. 

The initial adoption of SFAS No.133, as amended, On January 1, 2 0 0 1  had 
no financial statement impact on CornEd. SFAS NO. 133 must  be applied to a l l  
derivative instruments and requires that eUCh instruments be recorded in the 
balance sheet either as an asset or a liability measured at their fair value 
through earnings, with special accounting permitted far certain qualifying 
hedges. 

a.dditianally, during 2001,  no amounts were reclassified from 
accumulated ether comprehensive income into Earniags as a result of forecisted 
financing trafisactions no longer being probable. 

16. Commitments and Contingencies 

CAPITAL COMMITXENTS CornEd estimates that it will spend approximately $781 
million for capital expenditures in 2 0 0 2 .  

ENERGY CUM3ITMENTS In connection with the corporate restructuring (see Note 2 - 
Corporate ReStTUCturing), 
under various WYeT OurChase and fuel SUDDIY aqreements to Generation. 

ComEd assigned its respective rights and Obligations 
.. ~ ~ 

?.dditionally, C d d  entered into a PPA with Generatio2 

Under the PPA between ComEd and Generation. Generation has agreed to 
supply all af ComEd'S load requirements through 2 0 0 4 .  Prices for this energy 
vary depending upon the t i m e  of day and month Of delivery. During 2005  and 2006,  
ComEd'B PPA is a partial requirements agreement under which COmEd will purchase 
all of its required energy and capacity f r o m  Generation. up to the available 
capacity Of the nuclear generating plants formerly owned by COrnEd and 
transferred to Generation. Under the terms of the PPA. Generation is reeponaible 
for obtaining any required transmission service. The PPA also specifies that 
prior to 2005,  
market-based price far energy delivered under the PPA for 2005  and 2006 .  In the 
event that the parties cannot agree to market-based prices far 2005  and 2006  
prior to July 1. 2004 .  CornEd has the option of terminating the PPA effective 
December 31, 2004.  ComEd will obtain any additional supply required from market 
sources in 2005 and 2006. and subseq~ent to 2006. will obtain a11 of its supply 
from mirket SOur~es, which could inclu?e Generation. 

CornEd and Generation will jointly determine and agree OD a 
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ZNVIRONMEMTAL ISSJES ComEd,s operations have in the pas: and may in the future 
require substantial capital elpenditures in order to comply with environmental 
laws. Additionally, under Federal and state environmental laws, ComEd is 
generally liable for the costs of remediaring environmental contamination of 
property now or formerly owned by CornEd aad of property contaminated by 
hazardous substances generated by ComEd. CornEd owns a number of real estate 
parcels, including parcels on which its operations 01 the operations of others 
may have resulted in contamination by substances Which are masidered hazardous 
under environmental l a w s .  ComEd has identified 44 Sites where former 
manufecrured gas plant (MGPJ activities have or may have resulted in actual site 
contamination. ComEd is currently involved in a number of proceedings relating 
to sites where hazardous Substances have been deposited and may be subject to 
additional proceedings in the future. 

As Of December 3:. 2 0 0 1  and 2000.  CamEd had accrued $105 million and 
$lis million, respectively, f o r  environmental investigation and remediation 
costs, including $100 million and $ 1 1 0  million, respectively, [reflecting 
discount late5 of 5 . 5 % )  far MSP investigation an6 remediation, that currently 
can be reasonably estimated. Such estimates, reflecting the effects of a 3% 
inflation rate before the effects of discounting were $154 million and $170 
million at December 31, 2 0 0 1  and 2000. respectively. CornEd anticipates that 
payments related to the discounted environmental investigation and remediation 
c o s t s ,  recorded on an UndiaCOUnted baais of $ 6 8  million. will be incurred for 
the five year period through 5 0 0 6 .  CornEd cannot reasonably estimate whether it 
will incur other significant liabilities for additional investigation ana 
remediation costs ai these or additional Sites identified by ComEd, 
envirar.mente.1 agencies 01 others, or whether such costs will be recoi.erable from 
third parties. 

LEASES Minimum future operating lease payments, including lease payments far 
real estate and vehicles, as of December 31. 2 0 0 1  were: 

2 0 0 2  
2003 
2004 
2005 
2006 
Remaining years 

Total minimum future lease payments 

Rental expense under operating leases totaled $ 2 3  million, $30 million, aco $ 4 5  
million in 2001,  200C and 1999, respectively. 

LITIGATION 

Chicago Franchise. In March 1 9 9 9 ,  ComEd reached a settlement agreement with the 
City of Chicago to end the arbiiration proceeding between ComEd and Chicago 
regarding the January 1, 1992 franchise agreement. As part of the aeftlemenf 
agreement, ComEd and Chicago agreed to a revised combination of ongoing work 
under the franchise agreement and new initiatives that total approximately $1 
billion in defined transmission and distributior expenditures by CornEd to 
improve electric services in Chicago, of which approximately $940 million has 
been expended through December 31, 2001. The settlement agreement provides that 
CornEd would be subject to liquidated damages if the projects are not completed 
by various dates. unless it was prevented from doing EO by events beyand its 
reasonable control. In addition, ComEd and Chicago established an Energy 
Reliability and Capicity Account, info which COmEd depoeited $ 2 5  million during 
each of the years 1999 through 2 0 0 1  and has conditionally agreed to deposit $ 2 5  
million at the end of 2002, to help ensure an adequate and reliable electric 
supply for Chicago. 
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FERC Municipal Request for Refund. Three 31 CamEd's ~holesile tcunicipal 
customers filed a cornpi?.int and request for refund with the FERC alleging that 
ComEd failed to properly adjust its rates, as provided fur under the terms Of 
the electric service contracts with the municipal customere and to track Certain 
refunds made LO ComEd'e retail Cuetomers in the years 1992 through 1934. In the 
tiiiid quarter cf 1992. FERC granted the compiaint and directed that refunds be 
made, with i'lterest. CornEd filed a request for rehearing. On hpril 3 0 ,  2001, 
FERC issued an order granting rehearing in which if determined that its 1992 
Order had been erroneous an6 that no refunds were due Erom CamEd to the 
m~nicipal cusiomers. On June 2 9 ,  2001, FERC denied the customers' requests for 
rehearing of the order grsnring rehearing. In August 2001.  each of the three 
wholesale municipal customer8 appealed the April 30, 2 0 0 1  FERC order to the 
Federal circuit Court,  which consolidated the appeals for the purposes of 
briefing and decision. In November 2001, the court suspeIded briefing pending 
court-initiated setilement discussions. 

Godley Park District Litigation. OP April 12, 2 0 0 1 .  rhe Godley Park District 
filed suit in Y!ill County Circuit Court agairst ComB6 and Exelor. alleging that 
oil spills at Braidwoad Station have contamirate6 the Park District's w a t e -  
supply. The complaint Sought actual damages, punitive damzges Of $100 million 
and statutory penalties. The court dismissed all count6 seeking puaizive damages 
and sfaturoiy penalties, and the plaintiff has filed an amended complaint af ter  
the court. ComEd is contesting the liability and damages sought by the 
plaintiff. 

Retail Rate Law. In 1996, several deveiopers of non-utility generating 
facilities filed litigation against various Illinois officials claiming that the 
enforcement against those facilities of an amendment EO Illinoia l a w  removing 
the erwirlement of those facilities to state-subsidized payments far electricity 
sold to Cowad after March 15, 1996 violated their rights under the Federal and 
State of Illinois Constitutions. The deve;opere also filed suit against ComEd 
for a declaratory judgement that their rights under their contracts with COmEd 
were not affected by the amendment. On ~ u g u s t  4, 1999, the Illinois Appellate 
Court held that the developers' claims against the state were premature, and the 
Illinois Supreme Court denied leave to appeal that ruling. Developers of both 
facilities have since filed amended complaints repeating their allegations that 
ComEd breached the Contractm in question and requesting damages for such breach, 
in the amount of the difference between the state-subsidized rate and the amount 
ComEd waa willing to pay for the electricity. ComEd is contesting this matter. 

S e n i c e  Interruptions. In hugust 1999, three class action lawsuits Were filed 
against CamEd, a36 eubsequently consolidate6, in the circuit Court of Cook 
County, Illinois seeking damages for personal injuries, property damage and 
economic losses related to a series of service interruptions that Occurred in 
t he  summci of 1999. The combined effect of theae interruptions resulted in over 
lh2.000 Cumtomere loeing service for more than four hours. Conditional class 
certification was approved by the court  far the sole purpose of exploring 
settlement talks. CornEd filed a motion LO dismiss the corplaints. On April 2 4 ,  
2001, the Court dismissed four of the five count6 of the consolidated complaint 
without prejudice and the sole remaining count was dismissed in part. O n  June 1. 
2001 .  the plaintiffs filed a second amended consolidated complaint and ComEd has 
filed ar. answer. P portion of any settlement or verdict may be covered by 
insurance; discussions with the carrier sre ongoing. CornEd's man&gement believes 
adequate reserves have been esfablished in connection with these cases. 

Enron. As a result of Enmn Corp.'s bankruptcy proceeding, ComEd has 
ptential monetary expo5ule for CUStOmerS served by Enyon Energy Services IEES) 
as a billing agent. On January 7, 2002, EB2 was authorized by the bankruptcy 
court EO, and subsequently did, reject its contract with 129 of ComEd's customer 
accounts. As Of March 15, 2002, EES was the billing agent for 97 Of COmEd'B 
C U S t o m e r  aCCOuntS. EES has advised Exelon that it will retain its billing 
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agency With these remlining accounts. CamEd is working LO ensure that custome~s 
h a w  whst amounts are owed f~ CornEd on 269 accounts on which EES has been 
removed as billing agent, and hzs obtained updated billing addresses far these 
accounfs. With regard to the 97 remaining aCcOUntS, as of March 1 5 ,  i 0 0 2 ,  
CornEd's total amount outstanding is immaterial. Because that amount is owed to 
CamEd by individual customers, it is not p a r t  02 the bankrupt Enron's estate. 
The ICC has rescinded EES'S authority to act as an alternative retail energy 
supplier in Illinois. However, EES never eerved as i suppliez, as opposed to a 
billing agent, to eny of ComBd's retail accounts. 

~eneral. comd is ir.volved in various Other lifigation mattera. The ultimate 
outcome of such mattere, while uncer:ain, is not expected to have a material 
adverse effect on its respective financial condition or results of operations 

17. Related-Party Transactions 

ht December 31, 2000, ComEd had a $100 million receivable from PECO, which was 
repaid in the second quarter of 2001.  The average interest rate on :his 
receivable for the period ourstanding was 6.55. Interest income on the 
receivable from FECO was $8 million for t h e  year efidded December 31, 2001. 

CmEd had a $1.3 billion note receivable from Unicorn Investment I ~ C .  at 
gecember 31, 2001 and December 3 1 ,  2 0 0 0 ,  relating to the December 1999 fossil 
plant sale, which is included in Deferred Debits and Other Assets in CoinEd's 
Consolidated Balance Sheets. Interest income earned on this note receivable wae 
$61 million and $176 million for the years ended December 31. 2 0 c 1  ail6 2000. 
Ifitereat receivable due on this note was $24 million and $38 million at December 
31, Z O O 1  and December 31, 2 0 0 0 ,  respectively, and was included in CurrenL 
PISeefs an ComEd'i Consolidated Balance Sheets. 

At December 31, 2001,  ComEd had a $937 million non-interest hearing 
receivable from Exelon relating to Exelon's agreement to fund future income fax 
payments resulting from the collection by COmEd of instrument funding charges. 
This receivable is reflected as a reduction of Shareholders' Equity in ComEd's 
Consolidated Balance Sheets and is expected to be settled over the years 2002 
through 2008. 

At December 31. 2001,  ComEd had a short-term payable of $59 million and 
a long-term payable of $290 million to Generation primarily representing CornEd's 
legal requirement to remit Collections of nuclear decommissioning costs from 
customera to Generation resulting from the restructuring (see Note 5 - 
Regulatory I 9 s u e s ~ .  These liabilities to Generation were included in Current 
Liabilities and Deferred Credits and Other Liabilities, respectively. on CornEd's 
Consolidated Balance Sheets. 

In consideration for the net asseta transferred as part 0: the 
re~fru~turin3 (6ee Mote 2 - Corporate Reetiucturingl, ComEd had a note payable 
to affiliates of $450 rnilliai. This note payable was repaid during 2001. 
Interest expense w i d  on the ovtsiandir.g balance of the note payable, excluding 
the portion related LO the nuclear decommissior.in3 liability discussed above. 
vas $10 million for the yea; ended December 31, 2 0 0 1  

ComE6 paid common stock dividends to Exelon of $483 million in 2 0 0 1  

In connection with the transfer of the generating assets in the 
cornorate rehtructllrlnq. ComEd eiltered into a PPA with Generation. See Note 2 
Colporate Restructuring. Intercompany power purchases pursuant to the PPA for 
the year ended December 3i. 2001 ,were $2,656 million. A t  December 31, 2001, 
there was a $183 million payable to Generation far the PPA as well as ather 
services provided which is included in Current Liabilifies on CornEd's 
Consolidated Balance Sneets. 

ComEd provides electric, transmission and other ancillary services to 
Generation and Enterprises. Theee services were recorded in revenues and were 
$81 million and $90 million tar 
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the years ended December 31, 2001 and 2000, respectively. At Decemb~r 31, 2001, 
there was a $26 million receivable from Generation f o r  services provided which 
is included in Current Aiisetm on CornEd's Consolidated Baiance Sheets. 

Effective January 1, 2001, upon the corporate restructuring, CornEd 
receives a variety of corporate support services from BSC, including l ega l ,  
humen re~ou~ces. financial and information technology services. Such services, 
provided at cost including applicable overhead. were $134 million for the year 
ended December 31, 2001, of Which $128 million was included in Operating and 
Maintenance 
million was capitalized. At December 31, 2001, there was a $14 million payable 
to BSC for Eervices provided which is included in Current Liabilities on ComEd's 
Consolidated Balance Sheets. 

(O&Ml expense on CornEd's Consolidated Statements of Income and $6 

CornEd receives transmission related services under Contracts with 
~nfra~aurce, Inc, formerly ~xelon Infrastructure services, Inc. Such services, 
totaling $26 million, were capitalized in 2001. 

In 2001, ComEd contracted with Unicorn Mechanical Semites 1°C. t~ 
provide energy conservation se~yices to ComEd cuetomers. The COBtS were 920 
rillian f o r  the year ended December 31, 2001, ar.d were included in O m  expense 
on ComEd'e Consolidated Statements of Income. 

In order LO administer payment processing, ComEd processes certain 
invoice payments on behalf of Generation and BSC. Receivables at December 31, 
2001 from Generation and BSC fo r  such service tofaled S21 million aG3 $19 
million. respectively. and were included in Cur~enf RISetS on Corned's 
Consolidated Balance Sheets. Infereet income earned on such outstanding 
receivables f rom Generation and BSC was $9 million and $1 million. respectively, 
f o r  the yea7 ended December 31, 2001. 

18. Quarterly Data (Unaudited) 

The data show below include a l l  adjustments which ComEd considers necessary foT 
a fair presentation Of 8uCh amounts: 

Operating Income Before 
Income Extraordinary Items 

.._.__._ 
2000 _ _ _ _  

March 31 
June 30 
September 30 
December 31 

$1.446 $1.563 $380 $268 $146 

$1.919 S2.093 $440 $366 
$1,530 $1,711 $459 $ 3 6 €  $182 

1 9 .  ~ubseguent went 

O n  March 13, 2002, CornEd issued $400 million of 6.15? First Mortgage Sond6, due 
March 15, 2012. On March 21. 2002, CornEd redeemed $200 million Of 8.625? First 
Mortgage Bonds at t5e redemption price of 103.84% of the principai amount plus 
accrued interest. These bonds had a maturity date of February 1, 2022. The 8400 
million bond issuance was a replacement of the $200 million bonds early retired 
on March 21, 2002 and the $196 million 9.875% First Mortgage Bonds which were 
early retired in November, 2001. 

$209 
$178 

$152 
$197 

._-~ 

Net 
I n C O N  

2001 2000 
_.__.____...__ 

~.__ .._. 

$146 $206 
$182 $177 

$178 $10; $197 $152 
.._. .~.. 
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